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REPORT OF THE DIRECTORS 


To the Shareholders of Canadian Refractories Limited: 


Your Directors submit the Annual Report of the Company together with the consolidated financial 
statements for the year ended December 31, 1966, and the report thereon by the auditors. 


New record sales of products and services were achieved. The $24,641,816 sold exceeded last 
year’s record by 6%. A greater volume was obtained in refractory masonry construction and gunning 
operations; the main projects involved being portland cement kilns, lime kilns in the paper industry, 
steel and titania metallurgical furnaces, container glass furnaces, and large contracts in the base metal 
field. Exports of refractories were fully maintained again with shipments to thirty-eight countries through- 
out the free world. Strikes and threatened strikes at plants of most of the major Canadian customers of 
the Company adversely affected shipments, and similar labor troubles in transportation were also re- 
strictive. Prolonged strikes in various trades slowed construction in British Columbia. Major municipal 
projects were completed there, but the reduction in sewer pipe markets was completely offset by in- 
creased sales of refractories and face brick. 


Little relief was possible by way of price increases on manufactured products and, furthermore, 
an increased volume of sales was at lower profitability. The labor contract covering your Company’s 
operations at Kilmar and Marelan, Quebec, expired April 8 and was renewed for a further three years 
on terms which are in line with other settlements in the province. These, with a wide variety of other un- 
favorable influences over your group of companies, combined to limit earnings to $1,456,711, or $1.46 per 
share as compared to $1.83 earned in 1965. The source of funds from operations declined barely 7%, 
however. 


Depreciation, depletion and amortization expenses rose to $1,117,510. Additions to fixed assets 
during the year amounted to $1,588,168, of which the major portion was associated with the third tunnel 
kiln and ancillary equipment at Marelan, a new plant for the production of a range of plastic firebrick at 
Kilmar, and the installation at your Kilmar mine of a more rugged, underground electric rock haulage 
system to replace a battery locomotive and small capacity mine cars. From this replacement a reduction 
in ore cost has already been achieved. The new tunnel kiln was completed and put into operation in May 
but, largely due to labor problems at customers’ plants, this unit did not produce until October the new 
“direct bonded” types of refractory brick for which it was designed. Break-in costs were substantial, and 
full benefit of the new unit will be realized in 1967 and future years. At present, no major capital expen- 
ditures are planned for 1967. 


Your Company exercised its option to purchase an additional 9% of the outstanding share capital 
of Clayburn-Harbison Ltd., thereby increasing its interest to 60%. In the latter part of the year a con- 
trolling interest was acquired in Sesame Machines & Tapes Limited, a small company which has developed 
rip-strip tape and automatic tape dispensing machines primarily for the paper box industry. Your affiliate, 
Wedco (Canada) Limited, processed a considerable volume of organic plastic-coated metal, and has 
capacity for still higher output. 


It is expected that earnings for the first quarter of 1967 will be somewhat adversely affected by the 
prevailing lower level of Canadian steel production. Otherwise, business conditions are favorable for the 
sale of your Company’s products and services. 


Your Directors wish to record their appreciation of the devoted efforts and effective work of all 
employees of the Company throughout the year. 


On behalf of the Board of Directors, 


JAMES W. CRAIG — President 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED FINANCIAL POSITION 


as at December 31, 


WORKING FUNDS 
Current assets: 
Cash. ; 
Marketable securities—at cost (quoted value 1965— $852, 923) 
Accounts receivable 
Contracts in process—at cost ess progress billings 
Inventories (note) . ee wee: 
Prepaid expenses 


Current liabilities: 
Accounts payable and accrued liabilities 
Amount due to parent 
Income taxes 
Miscellaneous taxes 


Working funds 
FIXED ASSETS 
Buildings, machinery and equipment—at cost 
Accumulated depreciation 


Land, mineral deposits and timber—at cost 
less accumulated depletion of $305,166 (1965—$301,212) 


OTHER ASSETS 
Accounts receivable due after one year 
Special refundable income tax 
Patents—at cost . 
Investment in shares of an affiliate—at cost . 
Deferred charges 3 7 
Amortized price less equity ina a subsidiary at date of acquisition. 


Total working funds, fixed assets and other assets . 
DEFERRED INCOME TAXES . ; 

Net assets in which shareholders’ Suuieu 1S verted) 
LESS: MINORITY SHAREHOLDERS’ INTEREST 

in subsidiaries : : 
COMPANY SHAREHOLDERS’ EQUITY | 


REPRESENTED BY 
Capital stock: 
Authorized— 
1,400,000 common shares without nominal or par value 
Issued and fully paid— 
1,000,000 shares . 
Income retained in the business 


Signed on Behalf of the Board 


JAMES W. CRAIG , Director 


J. M. BREEN, Director 


1966 1965 
$ 314,138  $ 668,239 
~ 851,535 
4,545,302 3,715,756 
163,397 140,371 
5,638,121 4,650,284 
77,504 105,827 
10,738 , 462 10,132,012 
1,168,581 1,262,980 
895 , 856 205,375 
453 357 743,475 
106,511 113,652 
2,624,305 5335 182 
8,114, 157 7,806, 530 
21,321,991 19,859,073 
16,016,997 14,957,519 
5,304,994 4,901,554 
443,340 426 ,293 
5,748, 334 5,327,847 
121,594 108,729 

107,510 = 

74,216 a 
40,000 40 ,000 
24,463 10,403 
127,089 167,173 
494,872 326, 305 
14,357, 363 13,460, 682 
701,602 363,969 
13,655,761 13,096,713 
1,056 ,696 1,154,359 
$12,599,065 $11,942,354 
$ 5,950,000 — $ 5,950,000 
6,649 065 5,992,354 
$12,599,065 $11,942, 354 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED CURRENT AND RETAINED INCOME 


for the year ended December 31, 


GROSS REVENUE 
Sales, contracts and sundry income 
Income from investments . 


COSTS 
Cost of products and services sold and general and administrative 
expenses except for items below . 
Depreciation, depletion and amortization 
Remuneration of directors . es See ee 
Minority interest in current income of subsidiaries . 
Provision for income taxes. 


NET INCOME FOR THE YEAR 
Dividends at 80¢ per share. 


INCOME RETAINED IN THE BUSINESS 
Balance—beginning of year 


Balance—end of year 


1966 1965 
$24,641,816 NESDIS ee 
41,267 SopOlo 
24 , 683 , 083 23,280,947 
20,280 , 096 135298997 
1,117,510 1,047,730 
91,550 S3R212 
58,915 47,758 
1,678,301 1,974,238 
23,226,372 21,448,958 
1,456,711 1,831,989 
800,000 800,000 
656,711 1,031,989 
5,992 ,354 4,960,365 
$ 5,992,354 


$ 6,649 065 


CANADIAN REFRACTORIES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED SOURCE AND USE OF WORKING FUNDS 


for the year ended December 31, 


SOURCE 


Operations: 
Net income for the year : : : 
Non-cash costs charged against “neat income— 
Depreciation, depletion and amortization. 
Income taxes deferred 
Minority interest in current income of subd: 


Minority interest in shares of a subsidiary acquired 
during the year. 
Net cost of fixed assets sold 


USE 


Fixed assets and patents added or replaced . 

Reduction in minority interest due to the acquisition of nccinion’| 
shares of a subsidiary . : 

Increase in receivables due after one year 

Special refundable income tax. 

Dividends on shares 


WORKING FUNDS 


Net increase during the year 
Beginning of year 


End of year . 


1966 


$1,456,711 


1,117,510 
337 , 633 
58 ,915 


2,970,769 


49 084 
15979 


3,021,832 


1,588, 168 


205 , 662 

12,865 
107,510 
800 , 000 


2,714,205 


307 ,627 
7,806 ,530 


$8,114,157 


1965 


$1,831,989 


1,047,730 
266 ,079 
47,758 


364935956 


926 


3,194,482 


1,982,046 


1eGiS 
108 , 729 


800, 000 


2,892,390 


302 ,092 
7,504,438 


$7 , 806, 530 


CANADIAN REFRACTORIES LIMITED 
AND SUBSIDIARIES 


NOTE TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1966 


Inventories are valued at the lower of cost (average or first-in, first-out) or net realizable value and are 
classified as follows: 


1966 1965 
Finished goods and materials in process . . . . . . $2 , 356 , 359 $2,199,621 
Raw matertalsaand siupplicsin-.m @icun omen ae eee 3,281,762 2,450,663 
$5,638,121 $4,650,284 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated statement of financial position of Canadian Refractories 
Limited and subsidiaries as at December 31, 1966 and the consolidated statements of current and retained 
income and of source and use of working funds for the year ended on that date. Our examination included 
a general review of the accounting procedures and such tests of the accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated financial statements, when read in conjunction 
with the note thereto, present fairly the consolidated financial position of the companies as at December 
31, 1966 and the consolidated results of their operations for the year ended on that date, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Montreal, January 30, 1967 McDONALD, CURRIE & Co. 
Chartered Accountants 
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